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APS says it needs a rate increase to improve service. Don't believe it

December 19, 2019

Docket Control
Arizona Corporation Commission
1200 W. Washington St.
Phoenix, AZ 85007

Re: In the matter of the application of Arizona Public Service Company for a hearing to determine the
fair value of the utility property of the company for rate making purposes, to fix a just and reasonable
rate of return thereon, to approve rate schedules designed to develop such return. (DOCKET NO. E-
01345A-19-0236)

Dear Chairman and Commissioners:

Just and reasonable rates are at the heart of any rate case for a regulated monopoly. Despite strong
evidence about APS overearning during the Champion Complaint,1 later confirmed by the Overland Audit
Reports commissioned by you as part of the Rate review, unjust and unreasonable rates continue.

The following statements in the Overland Audit Report (p 5-1 and 5-2) are particularly striking:

After performing this analysis, we conclude that APS had an ACC jurisdictional revenue
surplus of approximately $105 million based on 2018 operations.

Using Overland's independently-determined weighted average cost of capital for APS in
2018 (6.79%), a net decrease from currently authorized rates of $105.0 million is indicated.

That makes the falsely advertised $95 million rate increase a $200 million rate increase in reality.

Not to be deterred, and as if to add insult to injury, APS is requesting $303 millions more ( $184 million)
excluding the tax expense adjustor that is already in place. With that as the background, l want to share
my attached op-ed that was published in The Arizona Republic on December 7, 2019. Here's the link:

APS claims it needs a rate increase to improve your service. Don't believe it
https://www.azcentral.com/story/opinion/op-ed/2019/12/07/aps-rate-increase-improve-service-dont-
be1ieve/2601253001/

Here's hoping that you, the Commission Staff, and the Hearing Division have your eyes open throughout
this proceeding.

Sincerely,

Ablfuag Pa.oLgaov»Jw4f

(Captive and Frustrated) APS Ratepayer
abhay@pobox.com | (602) 628-1234

1 https://docket.images.azcc.gov/0000194530.pdf
2 https://docket.images.azcc.gov/E000003432.pdf
3 http://s22.q4cdn.com/464697698/files/doc financials/2019/q3/3rd-Quarter-2019-Presentation.pdf (page 31)
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A POWER TRIP
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Arizona Public Service wants
customers to believe that growth

and renewable energy are forcing it
to ask for more money. But you
shouldn't believe what APS is
selling about its rate increase.

Your Tuml Abhny Padgaonkar I Guest columnist

Foo l  m e once. s ham e on you. Foo l  m e tw ice
s ham e on m e.

The first time APS fooled the ratepayers was in
2017. That rate hike was rubberstumped by cor
poration commissioners APS had helped install
via "dark money" donations.

The actual customer bill impact turned out to
be three times higher than promised.

The current commissioners ordered a rate re
view audit otAPss books and records for any evi-
dence of overeaming. The independent audit
concluded that APS was enjoying a $105 million
revenue surplus. But instead of lowering rates
APS has thumbed its nose with a request for a
$184 million increase.

In its press release attempting to create a
grand illusion of integration of renewables and
growth as the culprits APSclaimed to be focused
on minimizing the customer bill impact and deli
vering clean affordable and reliable power.

See PADGAONKAR Page 16A
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Padgaonkar
Continued from Page 15A

APSs reputation as poor, according to
APSs own internal survey.

APS wants to create an ongoing illusion
that fastrowing Arizona means more in-
vestment and hence the rate increase. But
its financial filings reveal the truth that
customer growth has been offset by con
servation, efficiency and rooftop solar re-
sulting in flat retail electric ity sales for
2016 through 2018.

In fact, there has been no growth at all
in the last decade: APS sold less electricity
to residential customers in 2018 than it did
in 2008. And yet its price is already 30%
higher than what it was 10 years ago.

APS wants to create an illusion that its
service is safe and reliable despite head-
linegrabbing disas ters  and data from
government reliability reports.

The McMicken battery explosion in
jured eight firefighters. Another explosion
killed an APS employee while plunging
downtown Phoenix into darkness  for
days

Also APSs frequency and duration of
customer outages have been consistently
higher according to the reliability data
published by the EIA.

of 239 M W is  dwarfed by the 930 MW
from rooftop solar -. something analysts
accused APS of attempting to kill off by
eliminating net metering.

APS wants to create another illusion
that it is minimivjng customer bill impact,
which is laughable considering APS al-
ready has by far the highest price.

Its residential price is 13% higher than
TEPs 2.1% higher than SRPs, and 41%
higher than UNSs price according to data
compiled by the Energy Information Ad
ministration (EIA) the statistical agency
of the U.S. Department of Energy.

Thanks to APSs offthe-chart rates,
Arizona had the highest residential price
in 2018 among 32 states stretching from
Washington to Delaware.

Compared to SRPs rate, APS residen-
tial customers alone are shelling out $326
million more every year. And if the power-
less customers couldnt afford to pay the
ransom? APS cut off their power more
than 110000 times in 2018. At least two
people died after their service was termi-
nated.

No wonder only 1 out of 10 customers
believes that APS rates are very reason
able while 1 out of 3 customers describes These ghosts of past corruption com-

missions are still haunting APS custom
ers.

Lets hope that the current commis-
sioners will have the backbone to quash
the proposed request call out the impru
dence of APSs wastefulness for what it is,
and conclude that the rate of return guar-
anteed to APS is far too rich.

Oh and order a rate decrease of S105
million as recommended by the experts
they retained.

Customers must also have a choice to
get away from the clutches of monopolies
running amok with high prices inferior
services and corrupt behaviors. Commis
sioners must authorize competition and
permit customers to select their ohm elec
tricity provider.

But hope is never a good strategy. If the
current commissioners fail the ratepayers
(again), the 2020 election - with three
commission spots up for grabs .- is less
than a year away.

Fool me twice shame on me.
Abhay Padgaonkar is a management

consultant based in Phoenix and served
as the expert witness on behalfofthe rate
payers in Stacey Champion vs. Arizona
Public Service Comvanv.

Blah blah blah.
APS wants to create an illusion that in

tegrating more renewables is behind the
rate increase. But a closer look reveals the
truth that almost the entire $184 million
increase is from APSs imprudent invest~
merits in resuscitating two ancient, fossil
fuel plants.

Renewable energy advocates had ve
hemently opposed sinking more money
into both Ocotillo and Four Corners
plants.

But APS bet on these environmental
disasters with ratepayers money and reg-
ulators blessings:

It spent $500 million to "modernize"
the Ocotillo plant and another S400 mil
lion for pollution control at the Four Cor
ners plant .- after the EPA slapped $L5
million in penalties for violating federal
emission standards proving the critics
right.

Despite all its grandstanding about re
newables. the APs~owned solar capacity
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